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Enclosed please find the summary of the National Republican Congressional
Committee’s investigation and findings.

Thank you for your attention to this matter. Please do not hesitate to contact us
with any questions or concorns.

Respectfully,

(AL

Donald F. McGabn 11
Counsel for the National Republican
Congressional Committee
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despite prior asmuxsces, no amlit of the NRCC's 2006 finasaial statessenic wes being canducted.
Shartly thereafier, the NRCC learned that its fosmer Treasurer, Christopher Ward, appeared to
have fabricated an audit report and submitted it ta the NRCC’s bank.

On January 30, 2008, the NRCC retained Covington and Burling LLP to conduct an
internal investigation. We, in turn, retained the accounting firm PricewateshouseCoopers LLP
(“PwC") to condapt a forensic aceouttting investigation of the NRCC’s Sinancial mcords. Oh
Juoe 6, 2008, Cavingten and PwC completed tite innrentignites wveork. We are moav providing tisie
summary of the imveatignition awd ity feslings.

While thes= findings refiect the best infermation currently available to us, they are based
on limited information. Certain documents, and key witnesses such as Ward, were not available
for review or interview. Moreover, it is possible thst additional losses conld be identified, or
other irregularities identified, as the NRCC’s in-house accounting staff, which has been
sugmeated based on our recommendation, continues to reconcile the NRTC’s books énd bank
statements for prior years and review support for disbursemertts nade to vendors.

Purpose of the [wvestigation
Our investigation had several purposes:

* To identify and quantify irregularities in the NRCC’s books and records, and to
determine the circumstances that led to the irregularities, to enable the NRCC to obtain,
in the future, an axdit of its financial statements. Such an audit will likely be necessary
for the NRCC to obtain line of credit financing to support its ongoing operations.

* To ensble the NRCC & caurect public disciosure reports and to ensure compliance with
Felierul ENvion Cemmission ("FEC”) repeiing requitnmuats.

¢ To eusble tie NRCC o takw appropsisitc oonmettive avtion besed on heveutigative

findings.

¢ To suppaat law enforsncson in its inwextigation 5f Wad's actions.

¢ To desymiinm the scops of fae NRCC’s lans 30 that the MRCC taay pussue recovery of its
loss through an imsursnce olaim and/or restitctioz.

Scope of Work
The investigation conducted by Covington ar=] F=C included:

* Interviews with more than two dozen current and former NRCC employees, officers, and
scosultonts.

e Analysis of 49 bank accounts for the NRCC and various President’s Dinner Committees
during the pesind hiouary 2001 tiweugh Fehoery 200i.
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* Analysis of selected accounting system transactions, including payments to Ward and his
the NRCC's lins of credit.

* Analysis of availahie alextesnie data, including email records.

* Analysis i head eqpy documenta imnluding bank stntranents, desk filer, vendor files, and
genezal acoomting selated materials.

* Analysis of various FEC reports filed by the NRCC, the President’s Dinner Committees,
and other entities.

. wmﬁwmwummumm

The provedures performed by PwC were designed to assist counsel in the investigation
but were not designed to detect all errors, irregularities, or fraudulent activity that may exist or to
determine whether veine on sarvices wara actually receiwnd for payments made te thind parties
Our analysis was limmijed to the docamentation obtained from the NRCC. Neither Covington nor
PwC were able to interview Mr. Wezd nor obtain accesy to potentially relevant documents that
may have beea in his posseseion, including his bank records. We also did not have
access to bank sccount information of non-NRCC cammittees or organizations other than the
President’s Dinner Committees. Some of the findings are based on the results of interviews only
and 'were 10t always suppaitxd by written documsemation.

in xidition, the investégation was [imitid by the asiilabiiity «f tmok records, KRCC
rounsiis, and Pessident’s Dinuer Committee xmooris, virtunily saoe of which were available for
the period prior to 2001, and some of which were not available for more recent periods.

Fiodings
A.  Annual Audits
mmm“pompmdbythedmwuyﬂutmmdepmmah
NRCC’s 2006 financial records had been conducted during 2007, despite repeated assu
that an audit was undesvay. Om'mveliglﬂmlmdwetmedMnomdepmdetsoﬂhe

NROC’lbooh-ﬂmdshdbemeondmdmmmﬁm:hedaﬂnbyhﬁldemm&
Touche LLP (“Deleite™) in Spsiqg 2003, cevaring the KMRCC's 2002 Sasel yenr.!

The investigation confirmed that bogus andit repests had been gecpared by Ward and
provided to the NRCC"s bark for the years Z002 fhrough 2006.

! During the course of the investigation, Covington learned that while the 2002 sudit was nearly
it was never finalized by Deloitte. It remains unclear at this time why the andit was
mﬂﬁnﬂmd' after Ward became Treasurer in 2003 and took responsibility for overseeing outside
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B. Ward's Apparent Scheme

The essence of Ward’s apparent scheme was that he used his authority to order wire
transfers to disest fuads Ssough verious ceeaiittons and uitimately tatis own ozsonnts. Based
on infarmatien siat is surxaily samiiabla, it dans not ajgesr that ssynne ather than Wasd
knowvingly participated in this scheme.

C.  Apparently Unauthorized Payments

The forensic aceoumisg investigation of the NRCC’s books and records conducted by
PwC identified a series of apparently unauthorized payments of funds by Ward, during a period
beginning in 2081 and endi=s in 2007, froum the NRCC to outsidl committess wiioes bank
accomxs Wissd cxmtpoiliod, insluding juiet funsioniinag comittees in nirich fise NRCC
particippted. Ward then tinnafmed thase funds foam the oingidemacaniiioes to Lis peraonal and
burinass bank sosounts. These tr=sfus wess a0t repested, or vase seprted inncsnzately, by
Ward an Federal Election Commisgion sqperts.

The total estimated loss to the NRCC itself is approximately $725.000. This includes
amounts transferred out of NRCC accounts to President’s Dinner Committee accounts and other
political committee accounts over which Ward exercised control, as well as a portion of the loss
sustained by fie Dinmer Cemmittees, which would otf=rwiss Sawes flowed to the NRCC. -

D. Indepwndant Sxpendinsys

Given the amount of NRCC funds that are spent on independent expenditures, we asked
PwC to analyze independent expenditures made during the most recent complete election cycle,
the 2005-2006 cycle. Because of the lack of documentation contained within the NRCC's files
related to the independent expenditures, PwC was unable to conduct a comprehensive
investigation of NRCC independent expenditures. While the limited review that was possible
did not identify irrcgulaties involving Ward that were related to the independent expoaditures,
the lack of available dosumen==ion @eybnd what is rezuirdd by FRU reguiathing) preciudus eur
resching asy more Gifinisive findings cosxsming indepondent expondites.

Reunsiamndaiians

Based on our findings, we lsxve made various recormmendationg to NRCC menagement,
several of which have already been adopted:.

* The NRCC should adopt a written compliance program, and should consider amending
mluhwghmmmmndpmcdnl.mhﬂmgmdnof

For all wire tramfus and a roquiesent i the NRCC's Oversight Committee meet with
the NRCC’s outside auditors annually [adopted].

¢ The NRCC should appoint a mew, s=paesisased Tresmarer awi cresés a nesv position of
Chinf Finsncial Qfficer, and should provide them with additiene! staff as nesded to
implemant a more mbust and professional accosmting operstian [adopted].
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* The augmented accounting staff should conduct a thorough reconciliation of the NRCC’s
bank statements and books [ongoing].

* The NRCC should require all outside vendors for independent expenditures to provide
detailed supporting documentation cn a timely basis to ensuons adequate records exist for
a reconciliation and verification of independent expenditures promptly after the
administrative support to the independent expesdititre functionto maintain sueh records
[adopted].

Robert K. Kelner
Scott F. Gast

Zachary G. Parks
Randall H. Cook

COVINGTON & BURLING LLP




